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28 June 1950

MEMORANDUM FOR: %%b’& ORE

ATTENTION : _

SUBJECT :+  Soviet Merchant Marine

rermrence ¢ case [ 2°KX1A
25X 1 A ' 25X1A

1. At a meeting on Monday 26 June 1950, between
#of ORE and ot
25X1A OFC, requested information on the following:

a, The Cominform Shipping Company

b. Insurance of cargos carried in Soviet bottoms

¢, Active and proposed Soviet trade routes

d. ©Ship building facilities within the Soviet orbit

e, Ruses used to conceal Soviet ownership

f. Status of lend-lease ships held by Russia

g. Status of U.S, ships sold to China on which
mortgages are on defaulb

2. This memorandum is to confirm the request for the
above information. It is our understanding that answers to

. a .
25X1A the above will be ready by 10 July 1950

3. of this office on extension 3215 is
prepared to answer any questions pertinent to this request.

25X1A
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Publications Division, Frojects Planning 20 July 1950
D/EE

Soviet Merchant Marine

In compliance with the request of June 30, 1950 there is sent
herewith & report on certain sspects of Soviet maritime activitioes,

25X1A
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25X1 Xpated, it is not considered likely that the increase will follow the exact
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IP=-136
SOVIET MERCHANT MARINE

a) e Cominform Shi Oe 25X1C

The essence of the scheme, involves the forma-

tion of a Soviet-dominated German or German-Polish-Czech shipping concern te 25X1X
operates eight lines on a world wide basis, partly from Polish ports but princi-

pally from Hamburg. Vessels for the company are to be cobtained from the Gdynia-
America Line and from foreign purchase and construetion. Trained personnel are

to be recruited from among the many unemploysd seamen and agents of the Hamburg-
America Line. The major portlion of the line's trade will be with ths Far East,
particularly China, 25X1C

Plans has pro-
gressed rapidly, with conferences being held in Moscow, Warsaw, Berlin and Prague.
The expectation at that time was that operations would begin within three months. .
To date, however, no further information has been received. (Ses Appendix A)

A plethors of world shipping exists, thus making vessels avallable for
Soviet purchase. The unemployment of west German seamen and Hamburg-imerica
personnel is an established fact, A known basis for trade between China and
the Soviet orbit exists, and the development of that trade is an obvious Soviet
objective, Moreover, the formation of & worldwide shipping line would facili-
tate the organization of underground Communist activiiy in non-Qomrmunist
countries and enable the Soviets to disrupt western shipping by such practices
ags rate-cutting. Financial loss to Western lines would cause subseguent une-
employment and unrest among Western cérews. Trouble-making is otie 6f thé re~
ported objectives of the plan. :

Although a continued 1ncrease in orbit merchant shipping is to be antici~ 25X1X

attern described

They undoubtedly know that there is little
o0 e organization of a Sovlet-sponsored shipping company in
wbstern Cermasny would be approved by the occupying powers; but a veto would
gain votes for communism. Actually, there are no firm indications aa yet
that the USSR intends to build a Joint satellite world shipping line with
either Polish vessels or those scquired from Poland. The USSR has, since late
1949, taken over two (now possibly three) of the largest Gdynia-America Line
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passenger vessels, and further transfer of Polish ships to the USSR is expect-
ed. To date however, the passenger vessels have not been reported used outside
the Black Sea since their entry there immediately following their transfer.

The cosl and ore carriers sscured from the Poles are scarcely suited to other
than their present Baltic employment, thelr transfer merely serving to rsduce
Polish freight earnings and employment, and build up those of the USSR, although
some rate cutting by both USSR and Polish vessles has taken place against
Scandinavian vessels. 25X1X

The motives behind the Soviet approach _are therefore difficult
to determine. Possible the USSR merely intended to cause some alarm among
western officials by the threat of a competitive Soviet shipping company. More
likely, however, a Cominform shipping company - possibly under East German
auspices - has been seriously advocated by some segments of the satellite
Communist hierarchy but not yet adopted as a Moscow directive, and perhaps had
been negated by a later declsion to kesp ships as much as possible in Russian
hands, in case of war, rather than to build up employment of German and satellite
crews, perhaps politically unrelieble in emergency.

b) Insurance of Cargos carried in Soviet Bottoms.

Cargo insurance for western shipments made in Soviet vessels is handled for
the most part by western marine insurance concerns. Howsver, the USSR has its
own forelgn insurance agency, Ingosstrakh, which is available for this service.
To date there 1s no evidence indicating any difficulty experienced by western
shippers attempting to insure, with western concerns, cargos to be moved by
Soviet vessels. The Soviet agency itself does some reinsurance business with
wastern marine insurance firms.

In case of Western boycott or insurance rate discrimination against Soviet
orbit ships, it is thought Ingosstrakh could takse over all business with
little difficulty, unless it were meade legslly impossible for this company teo
sell insurance abroad. _

c) d P d st_Trade Routes.

From available movement reports on Soviet vessels navigating outside the
"Iron Curtain", a general picture of services between Soviet areas and nearby
and distant foraign porta may be reconstructed. Such studies indicate that
service on routes to both nearby and distant foreign ports does not conform
to any fixed pattern, probably because normal trading relations do not pre-
sently exist. The Soviet practice seems to be to sssign vessels to specific
missions pursuant to Soviet trade agreements or spot sales and purchase
arrangements, Because of this and the long and irregular lay-overs of
individuel vessels in Soviet terminal areas, the number of vessels involved
on a particular route and their average turnaround times are difficult to
establish. Vessels based in one area may be loaded for another Soviet base
area and then be utiliged on other trade routes out of the second area before
returning finally to original base, Soviet overseas shipping is thus a tramp
operation.

Another characteristic of Soviet vessel employment 1s the concentration of
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services between S3oviet portes and non-satellite countrdies, particularly the
long voyage routes to Africa, Australia, and South and Central America, where
traffic is near the zero point, There exists some traffic to North Ses and
Channel ports, Yediterranean and United States Atlantic and Gulf ports, alse
from Vliadivosiok to China ports, tut only five Soviet vessels callsd at 3outh
American poris during the year 1947, amd Mo Turther calls have been reported
since October of that year. No calls at Australian ports or African ports
ocutside the Mediterranean have been reported in recent months. A very few
ships are presently callin- at United States Atlantic and Gulf ports, and
since August, 1948 several ships have visited Indias Calls at Malayan ports
are falrly common at present., The following. pavegraphrs—give A& more detailed
description of current ship truffic by areasyfinus

1383 »

i
[3

Except for a falrly regnlar schedule between the Baltic, Antwerp and
United Eingdom, all services are very irregular, Several vessels may sail
for a common destination within a few days of sach other and there may be no -
further sailings for several weeks, The voyage turnarcund time varies widely,
and is often inordinately long, probably due to the age and poor condition
of the vessels, particularly in the shorter trades, as well as to poor
despatch at Soviet ports., The Liberty vessels are apparently used mostly in
the longer routes, but they are tramped from area to area withoubt much regard
for maintenance of regular service. Considering the size of the Soviet
nerchant fleet, the relatively small number of vessels opsrating outside of
areas under Sovlet control is noteworthy.

Baltic. The operations of the Hsthonlan and latvian Companies out of
Tallinn and Ziga seen Lo be confined almost entirely to traffic within the
Baltic to Pinnish, Polish, Sovietwcontrolled Cerman, and Swedish ports. There
is some vessel traffic to Demmark and occasional sallings, averaging perha
one a month, to North Jea and Channel ports as far as La Havre. HNo fixed
schedules, regularly maintained, hawe been reported. There would probably
bs no nmore than T or @ vessels of these lines ocutside the Kattegat on any one

day. L twe

The vessels of the Baltic Company at leningrad are not permanently assigned
to fized routes but are tramped more or less in accordance with trade requipe~
ments, amdYhere seem to be no regular sailing frequencies. The principal
routes now in use are to {a) North Russia — Murmansk andfor Archangel, {(b)
Norweglan ports, {c) Yorth Sea and Channel ports including United Kingdom,
and {3) flack Sea. No significant numbers of voyages from the Baltic to other
parts of the world have been reported in recent months,

The Blagk Sea. Of the wessels (1000 gross tons and over) belleved to be
located or operating in or oul of the Soviet Hlack Sea area, movement reports
have been received on 33 freighters, 12 combination vessels and 10 tankers.

Of these about 15 freighters and 3 combination vessels appear to make voyages
to ports ocutside the Dardanelles, WNone of the figures are constant becasuse of
the involvement of vessels from other areas and transfers of Black Sea vessels
to other base aress. Of all the vessels assumed to be in the Black Sea area
at any one time, only about half have been reported on in the past year: The
principzl Soviet ports in point of export and import tonnage are Odessa and
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Hovorcasisks

For traffic within the Rlack Sea and the Sea of Azov, the Caucasisn port
of Tuapse is used as the home port for the tanker fleet which serves the more -
important ports of the area, notably Rostov, 3evastopol, Odessa and Constantza,
and which loads at Tuapse and the important oil port of Batum., The principal
passenger routes are from Odessa to Crimean ports, poris on the Don River and
Caucasian ports, and Constantza and Stalin (Vama} in Rumania and Buigaria.
Four passenger ships operate regularly on a Black %ea loop hetween Odensa,
Crimean ports; and Novorossisk. Varna, Constantza, Odessa, Kherson, Jevastopol,
Kerch, Rostov, Novorossisk, and “atum are the principal freighter poris of ‘
¢all, the main home ports being Odessa and Restov. Tessels of the jointly owned,
Sovietwcontrolled SOVAOUTRANSPORT Company participate in this intra-area
traffic from Constantza, Reporting is currently inadequate to tabulate the
axact schedule characteristics of this intra=-area traific.

Far ‘E.astgigna, The operations of the Sakhalin Company are confined to
coastwise and inter-island traffic in the Siberian~Facific area within the .
Kamchatka~Xurile orbit, s €Fere are insufficient reports of movements from T ¢ av
which to discern the exact route and schedule characteristics.

The Far Fastern Company is apparently set up to opsrate Soviet vessels on
all of the principal trade routes between Vliadivostok and forelgn ports onthe
Pacific Ocean basin, but there has been no Sovist service 1o or from North,
Central, and South America, iustralia or South East Asia since mid-1948, except
for a few vessels which called at United States Paelfie coast ports enroute
from Hurope to Tladivostok via Panama, and a few vessels transferred from the
Black Sea area as previously mentlioned.

The operations of the Far Rastern Company thus seem to be confined to
general cargo traffic with Dairen and North Korean ports, to local distribution
of bulk oil in tankers at 3iberian~Pacific ports and to traffic slong the
eastern end of the Northern Sea Houte. That traffic in the Siberian Coastal
and Island area may be fairly heavy, however, is indicated by the fact that more
than half the total Soviet merchant flest of vessels of 1000 gross tons and
over are presently in this area, or roughly twice the number and tonnage of
such vessels in the Slack Sea and Baltic base arcas respectively. There have
been recently sbout five Soviet ships per month calling at Japanese ports.

Arctic. There is a greal deal of seasonal traffic of Soviet merchant .
ships between the Baltic and Arctic, as well as between the Pacific and Arctic,
as mertioned in.ilve=pposedimg~paragmaph. More than thirty freight ships are
known to sail from Baltlic ports at the beginning of the Arctic navigational
season, swé These do not return to the Baltic until September or October.

The Arctic navigational season begins about midefuly and lasts through

September of sach year. Exaet dates vary, of course, acceording to the
thickness of ice. More than 100 ships, drawn from both the Horthwestern and
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Pacific fleets, afe employed in the Arctic oach seasorn. Due o the slow
novement ‘ Zar sonvoys through the ice, uwsually only one round trip to
ports along tho route from either the western or esstern and is possible for
each ship per season, The Arctlc Sea Route serves industrial and mining ine
stallations throughout Northern Siberia, ccanecting with Hver navigational
systems which feed imto the arctis Ocean,

Although ships employed on the Horthern Sea Route do not as a rule traverse
the entive route, s ship does occasionally appear in Vadivostol: or in the
naltie at the end of the irctic navipstional season after having last been sighted
at the opposite end of the route, During the 1948 season, for exanmple, three
ships which had been sig%zmg early in the season in Far Eastorn waters appeared
later in the itlantic,.owms ships which had appeared earlier in the Atlantic
wore later aighted in the Far Hast, none of these shipy having been observed
t0 use the conventional sea lanes.outside-ef-biroIron-Sutaam. Aerial) observa-
tion of ice movaments and increaged use of ice breakers leading convoys are
methods employed to extend the Northern Route navigational season.

Lol A

The opening of additional routes in the future is 1ikely to be connected
with the development of trade between China nnd the ¥ast suropean satellites,
The proposed formation of a Cominform Shipping line, discussed under {(a)
sbove, boars directly on this development. A basis for trade between the two
regions is boing established through trade negotiations between China on the
one hand and Poland, Csechoslovakia, and Zastern Germany on the other. Ine
formal barter agreements have besn concluded helween China and Poland and
Ceechoslovakin,

d) H1a Do LACLL Y Faol litvi within tho Soviet Orbit.

Since the war Soviet shipyards have been enzaged almost exclusively in
naval buflding, wad Sonctruction of seagoing merchant vegsels has besen mainly
in the satellite ares, Seagoing merchant shipping bullt in the USSE was -
probably less than 25,000 gross tons in 1949, TFor the most nart, however,
construction in sat.aﬁite vards has involved vessels and fighing boate of
under 1000 gross tons, The exceptions are dlacussed in the following paragraphs,

Hunsarian shipyards, principally the Canz yard at Pudapest, are bullding
oceangoing vessels of 1100 and 2200 gross tons for delivery to the USSR, Conw
struction of these types began shortly aftsr the wan an had been delivered
by mid=l949, two of 2200 tons and eight of 1100 tons. At that time a tetal of
thirty of the larger type were reportod scheduled for production, -They are
reinforced against ice for use in Arctic waters. To date, howaver, none of
them hag been veported outside the Flack Seas Un the other hand, six of ithe
1100 ton vessels wers transferped from the Black Sea to Vladivostok between
sugust and Decexber, 1949,ew fBur more newly completed vessels of the sawe
type were delivercd in *ay and June of this year, The captain of one of
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them stated in Singapore thst there are now twenty-seven of these 1100 ton,
Hungarisn-bullt vessels, and that they are produced in one and onew~half months
each, This information is not confirmed, amd there have been no reports of
deliverica of more than ten of these ships to the USSR. Another estimate of
the current produstion rate at the Ganz shipyard is four carge vesgsels per

year.

Poland is the only other it country known to be bullding oceangoing
merchant vessels for the USSR,~ and to dale the only new construction de-
livered has besn one 2600 ton coal and ore carrier. However, a second vessel
- of the same type is now conpleting tests prior to aimilar delivery, and two
4000 ton dry-carge vessels, now bullding, will be transferred %o the USSH
on completion., It is reliably reported that all vessels produced hersafter
in Polish yards will be turned over to the USSR. However, the capacliy of the
Polish shipbullding industry is very limited; estimated maximum output is
10,000 gross tons per year. The yard at Gdansk alone is capable of bullding
oceangoing vessels, smiSiince the war its total production has amounted to
four of the 2,600 ton coal and ore carriers. Any large increase in production
is prevented by shortages of materials and skllled labor,

There is a possibility that East German shipyards may eventually produce
new vessels for the Soviet merchant fleet. To date, new construction has been
limited to fishing craft, but repairs have been made on vessels up to 12,000
gross tons, including the Russ (ex Cordillera), isia (ex Der Deutsch), and
Hanga {now underway), sawi<There are good indications that yard facilitieas are
undergoing expansion to fit them for the production of new vessels of 1000
gross tons and over.

The three yards engaged in this Soviet repalr work are at- Roatock,
HJarnemuende, and #emar, Together they employ over 14,000 men, whersas in
Foland a maximum of 10,000 are employed in the entire shipbuilding industry.
Eventually new construction may be expected from the German yards. For the
present, however, they are- ing on a backlog of salvageable ex~German
vessels sunk in the Daltic,s while the small amount of new merchant vesmsels
built for the USSR by the #gtellites continues to be furnished principally
by yards in Poland and Hungary.

During and immediately following the war, a substantial addition te the
3oviet merchant fleet was acquired by the absorption of latvia and Estonia inte
the USSR and through Finnish and German reparations, as shown in the following
tables

if & report that the yard at Brailas, Rumania is bullding 1000 ton cargoe
vesgela for the USSR at a rate of 10 per year 1s unconflrmed,-

2/ These include, in addition to the three named above and the 8,800 ton
S4bir (ex~Oceana) corpleted in April, 1949, the following wessels:

Medvyeshi 3000 tons ex Apia)

Irkut 922 tons {(ex Harold Schroder)
PRIMORJE 2990 tons {ex Salon)

Ilya Repin 1358 tons  {ex Rugard)

Ljuban 1381 tons {ex Antares, Finnish)
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Seurce Humber of Ships Grogss Tonnage
Latvia 15 31,477
Estonia 15 26,39,

(I:inlami 38 83,135
Gernany % %g% 3283
‘Total 5 44289

in undetermined number of ex-Japanese ships is believed to have been
salvaged since the war, but information as to thelr names and movements
has been unovhtainable ,tedube,

is of 31 Decerber, 1949 the USSR had made agreements with other counbries
for the construction of 104 vessels of 100 gross tons and over, totalling
145,330 gross tons, llowever, #elivery dates extended to 1955, and actual
congtruction had eommenced on the fellowing enly, in addition to the con-
struction in Polish and Hungarian yards discussed above.

6 Approximately 1100 ton refrizerator ships in Sweden
5 3000 ton cargo ships in Belgium

7 1500 ton trawlers in Belglum

i 12,000 ton tanker in Denmark

Deliverles prior to 31 December, 1949 included twélve 350 HP tugs from
Ttalys 207 fifty HP tugs and 175 wooden lighters from Japan; the major periion
of 499 reparations vessels from Finland, Including thirty 3000 ton, twenty-
five 2000 ton, and two hundred 1000 ton barges, and ninety 300 ton motor
sehooners. Approximately 150 fishing vessels wers delivered to the USSR by
Tastern Gemsny in 1949, and 214 are planned for delivery in 1950. Sweden
is also building fifty fishing craft for the USSR, but part of this order
may have been cancelled,

e) Cemmunist Controlled Shipping Under Other Flazs,
As of Januwary 1, 1950 the Communist merchant marines were as fellows:

Flag o, of Vessels Gross Tonnage
(1600 zross tens and over) {thousands)
Bulzaria 3 9
Tatonia 14 23
Hungary 1l 1
latvis 9 ig
Poland 39 154
Bumania FA - 18
USSR 432 1,33
U3 Vessels Lende
Leased to USSR &3 518
Total USSR 515 1,849
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To these figures must be added W:x 109,50, gross tons listed as
flying the Chinese Communist flag. of these wvessels of 25,840 gross tons
are listed sa lald-up at Hong Keng or Singapore, but there is some evidence
that a few of these may have gone to Red China 4n the last week.

There are 46 Chinese Nationallst owned vsssels of 148,193 gross tons now
under the flags of Panama, Iiberia, or Canada. In some cases owners or part
owners of these vessels may be resident in areas under Chinese Compmnist
control, and kit is possible that at least a part of this fleot may therefore
be subject to some Comaunist influence. A3 an example, a report of July 11,
1950 says that of June 1950, 7 vessels belonging to the ¥ing Sung Company
were [lying the Canadian [lag but that the Chinese crews were loyal to the
Communist government, The Nationalist Chinese owner was trying to sell the
shipas but purchasers could not be guaranteed that delivery could be made
to them on account of the crew's attitude.

Tha extent of Chinese Communist influence on vessels flying the Chinese
Hationalist flag is not known fwme, but i: reported to be large. There
were about 500,000 zross tons of shipping under the Chinese Hatlonalist flag
as afLJ?mmry A 1950,

Ho direct USSR financlal interest in vessels flying the flags of Jestemrn
countries i krown to us. However, the Garibaldi Steamship Company (Italian}
emning or operating some 65,000 grosa tons of shipping, has a declidedly
Comnuniat complexion. The company is a cooperative owned by sailers, a nume
ber of whom are reported to be Communists. The general manager is reportedly
a Comanist.

There is sone Camvunist influence in other merchant marines, but
apparently no-other companies lnewwbeus are under Communist control, Data
are imperfect, however.

£} Status of Iend-lease Ships held by Russia.

As of February, 195¢ the Soviel merchant fleet totalled 530 vessels of
1000 zross tons and over, or 1,868,359 gross tons. Of this nusber, 83 ships
of 517,725 gross tons were on lend-lease from the U.S. Persistent efforts by
the U,8. to secure the return of these ships have been completely unsuccessful.
Hevertheless another attempt to arrive st some settlement .is now pending.

The Soviet merchant fleet is, evep with the inclusion of all United
States~loaned vessels, definitely overage, of low speed and amall size, and
close to obsolete by modern standards, Of the total fleet 63.07 by number
and 56.9% by gross tomage are over 20 years old with 16.3% of the tomnage
actually being over 40 years old. Of the United States-loanéd vessels, 38
of the 83 are under 10 years old and the other 45 over 20, Excluding these
83 the preceding percentages are 64.7% by number and 60,77 by gross tonnage
older than 20 years with 15.3% of the number and 11,6% of the tonnage older
than 40 years.
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The large portion of the total fleet included in the 10-through 12-knot
aroup {59.5% of the nmumber and 65,0 of the gross tonnage) reflects the large
aumber of lowsspeed U.S.~loaned vessels of which 75 are in the 10-12 knet
group and B in the under-lO0-knot zroup. 4 very low percentage of 8.5% of the
number and 12,87 of the tonnage is of 13 knots or over with only 2 vessels
having speeds of 13 knots or more.

fegarding propulsion, 21.5% of the fleet number and 35.3% of the tomnage
is driven by oil fired steam plants {either reciprocating, turbine, or a
combination of the two). Jeventeen percent by number and 19.7% of the tonnage
is motor driven, and hence a total of 38,5¢ of the number and 55.0F% of the
tonnage uses oil as fuel, Sixtywons and five-tenthis percent of the number
and 45.08 of the tommage is coal buming.

© Dy vessel size the largest proportion {(75.5%) of the nusber are under
5,000 gross tons with another 20.1% in the 5;000-7,499 gross tons group, Of
the 104 vessels in the latter group, however, 72 are United States-loaned.
Cross tonnage percentages in this summary show greal dleparity from percente
ages by number, with only 51.7% of the gross tonnage being under 5,000 gross
tons and 36.,1% being in the 5,000-7,499 gross ton sroup. Only 7 vessels,
or 1.3% of the entire fleet, are over 10,000 gross tons,
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g) Status of US Ships Sold to China on 'hich ¥ortgages are in Pefauld

The US Maritime omniseion go0lé 33 ships to China, amounting to 169,137
eross tons. Of these, & have since been returned besme and i of 12,843 gross
tons have defected to the Communists but are not actually in Commnist Chinese
government hands, Three are laid up in Hong Kong vaters and one In wingapore.
In addition to these iaritine Commission galec the Export-~Import Bunk financed
purchase of 10 vessels of 16,720 gross tons by the Chinese. Of these 3 of
5,655 rross tons have defected to the Communiste but are, like the Yuritime
vomriscion ships, reportedly laid up in Hong Kong.

vortrages have Yen deizulted on all of .he vessels until recenily, ut
the Chinese Mationalist : overmnent apparenily mwde a substaniial paynment
in July which may have cleared up morigage arrears on wosi of the fleet still
in ite hands. Nevertheless, it is unlikely ithat paymente can comtimie to
be made, and therefore proposals are underctood to have be n mude to the
Chimese Nationallst Covernment to take 20 vessels ack, and puaruntee employ-
went to the recaining muter so that future indebinece coul. be mel out of

garnings. This proposal is too recent = Bgwe il edes sz to the
outcone. To provide YR Tarrmitoe
ag of July 17, 1900 the vestels which had cefected to the Communisis 5.8

were £till in Singapore and Hong Xong, respectively. A runor that the Hong 4yg"
Kong vessels woul. uttempt to go to a Commmnist port shortly, bas not as .~
vet been borne out by action. The ftate lepartment ie still emdeavorj e

to prod the Uritish Lovernsent into turning the shi s back to ﬁﬁgvﬁﬁwiggiaast

to prevent their being sdced $o the Communist werchant fleets available for
future aumphibious operations. Yo procises have us yei reen made by the Dritish
in either Hong Kong or Londom.
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25X1 X010 APPENDIX A

25X1X : :
of the Cominform Shipping Company has recently returned from a conlerence
in Moscow which waz attended by Satellite and Chinese representatives
ineluding Vice Kremler Ulbrichi of the GDR who recently told Dast Cermans
that it will not be lang before they will again have a merchant flee}
operating on a world-wide hagis, AL the conference it was decided that
operations of the company will begin in a few weeks between Baltic ports
{and Hamburg, 4T possible) and North African and Mediterranean portas,
Initially, 200,000 tons of shipping, "to be acquired from Scandinavian
countries with Pellsh funds now in Switzerland®, will be employe{ by the
conmpany. ‘he company, it was reported will be formed in Poland and operate
under the Polish flag, QJ

by

The major differences between this and former plans involve (1) the F‘
procurement of ships, which previously were to be acquired from the Polish
fleet and by purchase from ingland and 3eandinavia, snd {2} the remtes to

25X1X  be operated, In Harch Fmosb of the shippingwas
to be used in trade with “hina, AL present no negotiations are In to
be taking place with Scandinavian countries for either the const on oy
purchase of such a quantity of vessels, Furthermore, the volume of trade
between North African and Baltic ports 1s not belleved to be potentially
great emough to warrant the employment of a fleet of 200,000 tens,

Thie latest report, there fore, bears gut tie conrlusion, reached in 25X1X
section {n) of this memorandum, that firm plans for the formation and -
operation of a Cominform Shipping Corpany have not been made, RNevertheless
25X1X persistent and contradictory rumors of its impinent formation,
serve Soviet purposes by confusing western officlals and maine
taining German hopes, both weatern and eastern, for psrticipation and 25X1X
employment in the proposed organization,

25X1X

has been Since the start ‘of the Korean operations. It is certainly we

to the “ommunists that Amerdcan ships cannoet be purchased for foreign
operstion without the approval of the US éawemment, That appreval would
obviously net be given for Cemmunist oper’'tien and therefore this report
is probably a further step in the Ceminform shipping cempany war of nerves.
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Note: Tho classificatlon of this memorandum must be raised 4o conform
to the elassificebion of the draft $t covers.

pate _ Q[ J LY. SO

MEMORANDUY FOR CHIEF, PUBLICATIONS DIVISION
SUBJECT: Transnizgsion of Draft Repord

mowsws_I1T2=136 __ SovieT. M ERCHANT .
25X1A CC M ARINE. 2 _copien)

1. Enclosure ig foruwerded herewith for review and, if reauired,
for formal coordimetion with the deparimental intelligence organi-
zationsz.

2, This draft report has besen coordimpted informally with the
organizations checked below:

Hithin ClA: Outgide CjAs
/el D/HO Stats {0IR)
/In D/LA Army {ID/G3USA)
D/Te D/UE Yavy (ONI)
D/ER D/¥n - Air  {AID)
D/FE p/ac Other

D/NE Other

3. Yaps end/or Graphiea to be included in this report ard
arrangenonts completed for their production by the Map Division o
the Presentatlion S%aff are as follous:

4o Commentg:

25X1A

/EE
l”‘ L i i RSO MGy AT 1 A AR T D S R
Mv .
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